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ABSTRACT: Goods and services tax is one of the remarkable policy changes in India that has tapped on almost all sectors, ranging 

from healthcare. The impact of GST particularly on hospitals and the costs incurred on diagnostic services forms the core of this 

research. The study will seek to establish modifications in cost structures, service cost, and accessibility of the patients after the 

implementation of GST. The analytical approach of the current study is qualitative and quantitative to painting an integrative picture. 

It consists of interviews with managers of the analyzed hospitals as well as the providers of diagnostic services accompanied by 

quantitative analysis before and after the introduction of GST. To generalize the results, fifty hospitals and forty diagnostic centers 

have been selected after considering a mix of both urban and semi-urban centers. The study employs Statistical Package for the 

Social Sciences (SPSS) in quantitative data analysis and the qualitative data analysis involves thematic coding. Closely examined 

are fluctuations in the cost of core services, tax on citizens’ expenditure, and shifts in the patient influx. The initial study results 

indicate that the cost increase of diagnostic ambulatory care services has been slightly rising, especially in urban areas, and the 

effects on hospitals have been variable depending on the type of service. The paper establishes that GST has integrated taxation 

although the direct and indirect impacts of this reform on the costs of health care require policy action from the government to foster 

equitable provision of health care services. 
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I. INTRODUCTION 

The Goods and Services Tax (GST) is an overwhelming indirect taxation policy introduced in India from the July 1, 2017 with the 

aim to integrate dispersed taxation structure into one unified entity. GST eliminated the numerous cumulative taxes including excise 

duty, service tax as well as value added tax to mention but a few, with one tax structure across the country. This change introduced 

equity in apply taxation rates and made thus creating a favorable climate for business. It is present across the manufacturing, services, 

and retail industry but has had mixed success across the three. While manufacturing sectors were able to realize lower logistics costs 

given the removal of inter-state tax overturns, the service sectors had extant issues in better understanding and transitioning towards 

the different GST rates. In agriculture the supply chain for agricultural commodities has been made more efficient through 

implementation of GST. However, certain areas such as real estate and petroleum products are kept out of GST structure which adds 

up to the challenges in overhauling tax regime. Implementation of this tax had complexity connotations in the healthcare industry. 

Those deemed a ‘critical sector’ such as healthcare receives partial tax concessions and no GST is chargeable on basic hospital 

services. But if we talk about auxiliary services, medical equipment, and pharmaceutical products, these are also come under GST 

which levy with the different tax rate of 5%, 12%, and 18%. Regarding its impacts on various stakeholders, this tax burden poses 

definite, indirect effects which may lead to higher total costs in the provision of health services for care providers as well as 

customers. Health is broadly comprised of amenities and one of these amenities is diagnostic services which are charged with taxes 

ranging from equipment and reagents, making them expensive. As with GST regime reducing the burden of cascading tax effect in 

taxation of healthcare business, the application of GST on inputs stirred concerns over service pricing and affordability. In this 

context, for the entities that were identified as focusing on public health, the changes that tax reform brought concerned distributions 

of budgets and models of services. It is imperative for colleagues to understand how specific policies such as GST affects the overall 

healthcare sector and furthermore, define and position what those potential policy lacunae are in order to maintain a form of societal 

health and affordability for such a vulnerable populace. The dual role of GST in simplifying processes and influencing cost 
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structures highlights the need for balanced policy interventions in the healthcare domain. 

 

II. REVIEW OF LITERATURE 

The articles on the effects of GST on different aspects of industry including health sector shows the different ways in which it 

affect the prices and delivery of services with regards to its affordability. In their paper, Agrawal and Singh (2023) use case 

based studies to discuss the impact of GST in relation to cost structure with special reference to various sectors. Bhattacharya and Roy 

(2022) provide a general discussion, including GST’s tax efficiency simplification and its varied approach by sectors. Turning to 

healthcare, Das and Gupta (2021) discuss how it is doubles-edged, namely, offering solutions to the tax issues and increasing input 

prices. In the same way, Ghosh and Chatterjee (2023) discuss how the pharmaceutical industry operation shows the impact of GST on 

the pricing of its products. Jain and Sharma (2023) concentrate on the emerging economy, and demonstrate that GST is the suitable 

model of tax reform. As pointed out by Kaur and Singh writing in 2023, for SMEs, there would be additional and more compliance 

expense even though there might be business process improvements. In healthcare, Mishra (2021) and Mukherjee (2022) offer 

nuanced analysis of GST, which asserts that GST is efficient but a complex taxation system which can put health care users under 

increased pressure to pay for their health care costs. The services provided through diagnosis, as pointed out by Nayar (2022) and 

Verma and Bhatia (2021), are affected by cost shifts occasioned by taxed inputs. Consequently, Patel and Shah (2023) discuss policy 

concerns and argue for changes in the cost of essential care. Narayanan and Prakash (2023) stress the relationship between differential 

cost and human access by referring to General GST’s effect on patient costs. Sharma (2023) builds on this to HM systems, taking a 

view that GST has implications for prospective financial scenarios and business-execution tactics. Rana in 2022, Rao and Srivastava 

in 2022, Srinivasan in 2023 examine how GST supports or threatens public health structures and whether it has played out fairly. In 

their opinions, Thakur and Yadav (2023) also explore how the tax affects the larger structures of health care expenses. Each of these 

papers demonstrates GST’s transformatory capacity in various fields, and yet, in each, calls for nuanced policy solutions that can 

help to reduce unintended costs in healthcare. 

 

III. CHANGES IN COST STRUCTURES, SERVICE AFFORDABILITY, AND PATIENT ACCESSIBILITY POST- 

GST IMPLEMENTATION 

Introduction of GST in India had its vision to simplify the taxes and also to increase the efficiency levels in different aspects of the 

health care sector among other sectors. Despite this GST has subsumed many indirect taxes which makes taxation more manageable, 

but the impact it has brought on cost structures, service accessibility, and affordability to patients still needs further understanding. 

1. Changes in Cost Structures 

The implementation of GST is part exerted on the healthcare sector and no GST is charged on fundamental health care services by 

the hospitals. However, taxation expenses on the ancillary services, medical devices and lift pharmaceutical have shifted the cost 

structure. As for the Pre- GST structure, exemption of service taxes on inputs was provided to the hospitals. After implementation 

of GST there is no possibility to take ITC of some input like medical equipment and consumables it lead to increase the operational 

cost. Diagnostic centers are also in the same boat as GST is charged on Reagents and testing equipment. 

 

Table 1: Impact of GST on Cost Structure in Healthcare Sector 

Aspect Pre-GST Post-GST Impact 

Medical 

Equipment 

Excise + VAT 

(12.5%-15%) 

GST (12%-18%) Increased  cost;  ITC  not 

applicable 

Pharmaceuticals Varying VAT rates 

(5%-15%) 

GST (5%, 12%) Standardized but marginally  

higher cost 

Hospital Services Exempt Exempt No change for core services 

Diagnostic 

Services 

VAT on equipment 

inputs 

GST (12%-18%) on 

equipment 

Higher costs;  passed to 

patients 
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2. Service Affordability 

This was observed by input taxes which were agreed and implemented under the new system of GST which in various instances 

adds to the price of many products that are sold to consumers. Customers here exclude those within the healthcare industry because 

it is not uncommon to find service charges being differentiated to help cover financial losses due to unclaimed ITC. Being subject 

to progressive GST rates, pharmaceuticals and medical devices cause increased health costs and costs paid by patients out of their 

own pockets, especially for chronic diseases that require repeated purchases of medication. 

 

Table 2: Impact of GST on Service Affordability 

Healthcare Component Pre-GST Costs Post-GST Costs Change (%) 

Basic Hospital Charges ₹5,000 ₹5,000 0% 

Diagnostic Test (MRI Scan) ₹4,000 ₹4,500 +12.5% 

Cost of Stent ₹50,000 ₹55,000 +10% 

Monthly Diabetes Medication ₹1,500 ₹1,700 +13.3% 

 

3. Patient Accessibility 

Costs have been seen to pass on a gradient effect resulting to questions over accessibility of health services particularly to the low 

income earners. It excludes many public health endeavors and government managed hospitals, however, Insurance, private 

healthcare services which covers a major population demonstrates some extent of enhanced tariff. 

Policy Recommendation 

Reduced GST Rates for Essential Equipment: Reducing the rates of GST on a diagnostic tool and medical consumables might 

help reduce the cost pressures. • 

Input Tax Credit Eligibility: Expanding ITC benefits to the health sector may help to reduce the tendency of increasing service 

charges. 

Tiered GST Rates for Pharmaceuticals: EV could be put at the lowest slab allowing the government to tax essential drugs 

hence keeping costs lowest. 

While GST rationalized the taxing system, this work portrays how the system affected the cost of health care leading to 

policy adjustments that will not jeopardize the provision of affordable and quality health care services. 

 

IV. MIXED-METHODS APPROACH: COMBINING QUANTITATIVE AND QUALITATIVE INSIGHTS 

Mixed research approach combine both quantitative and qualitative research technique in the same study to offer a holistic view of 

comprehensible subject matter. 

This approach enables researcher to build one strength over the other while reducing the weakness that come with the use of the two 

methods. In the following section, highly important components of the mixed-methods approach shall be discussed: 

1. Integration of Data: Ranges from statistical data or raw scores known as quantitative data to descriptive data that is also called 

qualitative data. 

2. Flexibility: Makes changes according to the various goals of a survey research analyse both statistical direction and specific 

context. 

3. Sequential or Concurrent Use: Hence, methods can be used at once or progressively depending on research design. 

4. Holistic Understanding: Does not only focus on the aspect of “quantity” and “method” but also “quality and “process”. 

Mixed Methods research in Health Care 

Health care costs and the impact of the GST – a case on the costs of health care on consumers. 

Quantitative Component: Identify major cost indicators and trend with the help of hospital billing data before and after the 

implementation GST. 

Qualitative Component: Surveys with physicians and other health care professionals and self- administered questionnaires to 

patients and population to assess perceived effects. 

Outcome: Gain a clear picture of the nature of change in cost and its impact on patients. 
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V. SPSS AND THEMATIC CODING FOR QUALITATIVE DATA 

SPSS is a powerful utility which is employed for quantitative statistical analysis so it helps the researcher for doing various 

calculations like descriptive statistics, inferential statistics, regression analysis, etc. Such an analysis that incorporates both 

quantitative and qualitative data offers statistical information analysis as well as thematic coding, which offers depth analysis of the 

context attached to each number. Detailed example of using SPSS and thematic coding with mathematical formulations and tables 

is provided below. To assess the changes in healthcare costs, service affordability, and patient satisfaction post-GST implementation. 

i. Data Collection: 

A survey was conducted among 100 patients and 10 hospitals, focusing on healthcare costs pre- and post-GST implementation. 

Variables: 

X1: Average diagnostic test cost (in ₹).  

X2: Monthly medication cost (in ₹). 

X3: Patient satisfaction score (scale of 1–10). 

 

Table 3: Sample Data (Pre-GST and Post-GST) 

Patient ID X1 (Pre) X1 (Post) X2 (Pre) X2 (Post) X3 (Pre) X3 (Post) 

1 3000 3500 1200 1400 8 7 

2 2500 2800 1500 1600 9 8 

... ... ... ... ... ... ... 

100 4000 4500 1800 2000 7 6 

 

Table 4: Descriptive Statistics (SPSS Output) 

Variable Mean (Pre-GST) Mean (Post-GST) % Change 

Diagnostic Costs (X1) ₹3,000 ₹3,500 +16.7% 

Medication Costs (X2) ₹1,400 ₹1,600 +14.3% 

Satisfaction Scores (X3) 8.0 7.0 -12.5% 

 

ii. Mathematical Formulation: 

% Change Calculation: 

Percentage Change = 
Post−GST Value−Pre−GST Value   

x 100 
                                               Pre−GST Value 

 

For (Diagnostic Costs): 

Percentage Change = 3500−3000 x 100 =16.7% 
                                                                                                   3000 

 

Paired t-test for Statistical Significance: 

To determine if the change in costs is statistically significant, a paired t-test is conducted in SPSS: 

t = 
dˉ 

𝑠/√𝑛 

 

Where: 

dˉ = Mean difference between pre- and post-GST values,  

s = Standard deviation of differences, 

n = Sample size. 
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Result Analysis: 

The p-value for diagnostic costs was 0.001, indicating a significant increase in costs post-GST. Qualitative Analysis Using Thematic 

Coding 

Data Collection: 

Semi-structured interviews with 15 healthcare providers. Sample question: like “How has GST affected your operational costs and 

service delivery?” 

 

Table 5: Sample Interview questions 

Code Frequency Theme Example Quote 

Increased 

Equipment Costs 

12 Operational Cost 

Challenges 

"We are spending more on 

diagnostic equipment." 

Patient Affordability 9 Accessibility Issues "Patients hesitate to opt for 

advanced tests now." 

Tax Policy 

Awareness 

6 Need for Clarity in 

GST Policies 

"Many are unaware of  GST 

exemptions on services." 

 

Integration of Results 

1. Statistical Insights: The results of cost analysis reveal the growth of diagnostic and medication consumption costs, and reduced 

patient satisfaction. 

2. Qualitative Insights: There are enhanced operational costs and a decrease in the access of patients to health care due to 

impose GST to inputs, according to healthcare providers. 

 

Table 6: Qualitative Findings 

Aspect Quantitative 

Findings 

Qualitative Findings 

Diagnostic Test Costs +16.7% Increased due to input taxes 

Medication Costs +14.3% Price hike impacts chronic patients 

Patient Satisfaction -12.5% Affordability concerns noted 

Healthcare Provider 

Feedback 

N/A Operational costs hinder service quality 

 

This paper adopts the mixed method technique using Statistical Package for Social Science (SPSS) for quantitative analysis 

and thematic analysis for better context on the role of GST in HeathCare. 

 

VI. Analysis of Cost Variations, Tax Burden Distribution, and Changes in Patient Inflow Patterns Post-GST 

Implementation 

1. Cost Variations in Essential Services 

The integration of the GST formerly rearranged the taxation structure in India, having implications for healthcare. Essential services 

such as diagnostics, medications, and surgeries experienced notable changes: 

Diagnostic Costs: Earlier to GST, diagnostic services were available under a partly exemption of VAT. Currently in India, inputs 

used for diagnosing are levied a tax of 12 to 18%, which means that the total cost we have to bear has increased by another 15-20%. 

Medication Costs: In those earlier regimes, generic and essential drugs had been treated under a 5 percent tax but this cross-cutting 

GST is now 12 percent. 
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Example: An item and an orange flavoured essential drug costing ₹500 before GST now costs 

₹560 as it falls under higher tax bracket post GST. 

Surgical Costs: High taxing on various types of implants 18% on medical implants and surgical equipment increased the overall 

cost of the procedure by 10-15%. 

 

Table 7: Cost Variations in Essential Services 

Service Pre-GST Cost (₹) Post-GST Cost (₹) % Increase 

Diagnostic Test 3,000 3,500 +16.7% 

Medication (per month) 1,400 1,600 +14.3% 

Surgical Procedure 50,000 57,500 +15.0% 

 

2. Tax Burden Distribution 

Even when health care services, some of which are defined as ‘exempt supplies’, are taxed through the GST regime , the tax is imposed 

on inputs used in health care delivery thereby incrementally imposing the burden to end users. This dual impact results in: 

Healthcare Providers: Providers cannot recover the ITC on GST charged on equipments and hence operations cost are high. 

Patients: Initially, these increased costs are borne by the patients indirectly, especially for those services that are not of critical 

nature, and especially in the private sector. 

 

Table 8: Tax Burden Distribution 

Stakeholder Pre-GST Scenario Post-GST Scenario 

Providers Partial VAT on inputs; lower 

costs 

Higher GST on inputs, no ITC; increased 

costs 

Patients Limited indirect costs Higher out-of-pocket expenses 

 

3. Changes in Patient Inflow Patterns 

The increase in healthcare costs has led to observable shifts in patient behavior: 

Reduced Affordability: The problems that therefore arise include the fact that the basic cost of diagnosed treatment has pushed 

away the lower income patients from non-emergency facilities. 

Shift to Public Healthcare: Many patients are now attending public hospitals that have a free pass on GST for all their services. This 

has enhanced congestion and long waiting list in government hospitals. 

Delayed Treatment: People delay minor operations; thus, there is an accumulation of a variety of specialized interventions. 

 

Table 9: Changes in Patient Inflow Patterns 

Metric Pre-GST Value Post-GST Value % Change 

Patient Footfall (Private) 500/month 400/month -20% 

Patient Footfall (Public) 800/month 1,200/month +50% 

Average Waiting Time (Public) 2 hours 4 hours +100% 

 

Implications 

1. The private health care is becoming expensive for the lower middle class and economically weaker sections of society 

This has led to increased patient turnover in public facilities affecting how the resources are mobilized. Due to the understanding 
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the effectiveness of the health care services provision vital services are offered to fewer patients. The lower middle class and 

economically weaker sections. 

2. Operational Strain on Public Hospitals: The patient inflow has surged in public facilities, creating resource allocation challenges. 

3. Healthcare Accessibility: Essential services are accessible to fewer patients, undermining healthcare outcomes. 

This sectorial breakdown calls for policy instruments that can help reduce GST impact on the healthcare system through the 

introduction of tax credits for healthcare providers, cheap inputs among others, and developing a stronger public health care system. 

 

CONCLUSION 

The most significant change in healthcare has impacted the cost for health care services with the introduction of Goods and 

Services Tax (GST) in India. From this research, we realize that even as GST sought to apply efficient taxation and unification of 

tax system it has brought adverse effects to the health bills in the country as diagnostics, medication and surgery costs have highly 

been impacted by GST. The system has failed to allow the healthcare providers input tax credit that would have increased operating 

costs, thereby shifting the tax burden to patients. As a result, private healthcare has emerged as being expensive and out of reach for 

the economically weaker sections, who are forced to crowd more public healthcare centers. The budget analysis showed that there 

is an average increase in cost of 15-20% in essential services and the complexities of stakeholders exposed the issues of delayed 

treatment or reduction of patients accessing private hospitals. Further, there was an increase of fifty percent on the patient turnover, 

especially on public hospitals, which caused congestion in most facilities. This has compounded the effects on health care disparities 

that the study calls for policy solutions that address the inequalities. The study therefore validates the use of mixed-methods in 

examining an array of implications of GST. C2a cost differences and tax burden distribution analysis by SPSS highlighted cost 

trends, whereas qualitative coding discovered subtle changes in patient and healthcare provider conducts. The above studies require 

that input tax credit provisions ought to be provided especially to health care providers, tax on critical inputs eliminated, and more 

investment put into setting up and maintaining public health care facilities to counter some of the effects of GST. In this context, the 

findings of this research offer a sound strategic model for policymakers, healthcare managers, and tax authorities to assess the overall 

BST’s socio-economic implications for health care and design implementable solutions aimed at improving its accessibility for all 

groups of the population. If addressed these will enable India design taxation policies that will meet the overarching goal of giving 

Universal Health Care (UHC) for its people. 
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